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A toolkit to help corporations navigate the

complexities of hedge effectiveness testing

under IAS 39 and FAS 133 accounting standards.
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Threshold range 80%-125%

Underlying
Hedging instrument

Time Period

�)��
/&,(
*������
� 
)�
��������  ��
�)��
 ��
86?�'+/?
�  ���"��
����
)���)����
4��&%������&����-���.%��������
�1�����.
����
%$���.����$����%���1�
�������
�1�
���.
����
%$���.������1��1���-��$���������
��-������-&�������&����-��$�-������
-
����8��#������..��������--��
�1��

Time 
Period DOR

1 1.90 1.52 2.38 2.30 121%
2 3.00 2.40 3.75 3.30 110%
3 2.00 1.60 2.50 1.70 85%
4 2.30 1.84 2.88 2.60 113%
5 -3.00 -2.40 -3.75 -2.50 83%
6 -2.70 -2.16 -3.38 -3.10 115%
7 0.20 0.16 0.25 0.40 200%
8 -0.10 -0.08 -0.13 0.15 -150%
9 -2.50 -2.00 -3.13 -2.10 84%
10 -1.55 -1.24 -1.94 -1.90 123%
11 -2.00 -1.60 -2.50 -1.70 85%
12 0.10 0.08 0.13 0.35 350%
13 2.50 2.00 3.13 2.90 116%
14 3.00 2.40 3.75 2.60 87%
15 2.00 1.60 2.50 2.30 115%
. . . . . . . . . . . . . . . . . .

Underlying*
Upper 

Threshold
Lower 

Threshold
Hedging 

Instrument*
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Regression Statistics
Correlation Coefficient -0.99992
R Square 0.99985
Adjusted R Square 0.99985
Standard Error 0.00019
Observations 260

Analysis of Variance
df SS MS F-statistic Significance F

Regression 1 0.06303 0.06303 1680102 0
Residual 258 9.7E-06 3.8E-08
Total 259 0.06304

Coefficients Standard Error t Statistic P-value Lower 95% Upper 95%
Intercept  α -0.00027 1.7E-05 -15.40 2.1E-38 -0.00030 -0.00023

Slope  β -1.01116 0.00078 -1296.19 0 -1.01270 -1.00962
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Week Ending Bond Swap Portfolio
12-Mar-97 -0.1756 0.1700 -0.0056
19-Mar-97 1.2303 -1.2478 -0.0175
26-Mar-97 1.4424 -1.4647 -0.0223
02-Apr-97 1.6694 -1.6958 -0.0265
09-Apr-97 1.2325 -1.2621 -0.0296

16-Apr-97 1.0453 -1.0779 -0.0326
23-Apr-97 1.1969 -1.2392 -0.0423

. . . .

. . . .

. . . .
16-Jan-02 -0.429 0.412 -0.017
23-Jan-02 -0.368 0.356 -0.013

30-Jan-02 -0.306 0.290 -0.016
06-Feb-02 -0.240 0.232 -0.008
13-Feb-02 -0.188 0.166 -0.022

20-Feb-02 -0.121 0.110 -0.012
27-Feb-02 -0.055 0.051 -0.004

Volatility (%) 1.543 1.560 0.026
Relative Risk Reduction 98.3%

Weekly Change in Fair Value (% of notional)
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